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C H A P T E R  6

V O L U N T A R Y  R E T IR E M E N T  S C H E M E .

6.1 INTRODUCTION:-

T h e  globalisation have increased the com petition all over the world 

in each  and every field and at each  and every corner o f the world. Such

com petition is about products, their qualities, their prices, and their 

m arketing strategies. Each organisation is fighting for ex istence or to 

rem ain  in the  com petition. But it is very difficult to ach ieve  the objective  

of getting the  profit and to rem ain  in the com petition.

B ecau se  the developing nations like India w ere  pressurized to 

liberalize policy m ean s  to m ake  the m arket free, by rem oving tariff and  

non ta riff restrictions. D u e  to libera lisation , the  G ia n t co rporations and  

M ultinational corporations entered  in the Indian m arket. Such M N C s and  

G iant corporations w ere  having am ple financial background, and latest or 

m odern technology. D ue to autom ation, m ore fast and superior production 

is possible a t very low cost and as the cost of production is low the  

selling prices a re  also kept low. N ow  instead of actual exporting the  

goods to developing countries they have started their m anufacturing units 

in such developing countries and started capturing the world m arket.

In o rder to ach ieve in the com petition the industries in the  

deve lop ing  countries including India, adopting the m easu res  like, 

restructuring, reorganizing, rationalizing of operation and technological up 

gradation  etc. T h e s e  m easures  are not useful only for their survival but 

also for their growth. S om e industries which are utilizing the old technology 

like textile  industries, pharm aceutica l, eng ineering , coal, mines, etc. are 

collaborations with the M N C s, are  forced by the M N C s  to adopt urgent 

m easu res  like to rationalize  or dow nsize their m an p o w er to rem ove the 

inefficiency in the organization. T h ere  are  around 2 3 5  public sector units 

in India. T h e  governm ent referred 58  units, w hich are  recurring m aking
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losses or sick units are  decided  to be closed or liquidated. T h e re  are  2 

lakhs w orkers  em ployed  in these  units, th ere  will be im m ed ia te  problem  

o f the ir survival. In the  W estern  C ountries like England, A m erica  and  

Europe, U .K , no such care  o f w orkers survival is taken . T h e  em ployers  

are  having the freed o m  to ‘h igher and fire ’ such w orkers e .g . T h e  G iant 

corporations in A m erica  like IBM  reduced Its strength by thousands  

peoples within one day. But for such acts there are  highly regulated labour 

laws in Ind ia. Even  though the organization is n eed ed  to increase the  

perm anent work force or in case of lay off or about closure or retrenchm ent 

th e  perm ission is required to be taken . T h e  am en d m e n t o f Industrial 

Dispute Act in 1 9 7 6  w here  by the chapter V B  w as introduced which have  

created  the difficulty to get the approval. This am en d m e n t have created  

the  obstacles in declaring the closure and lay off to the  em ployer. This  

a m en d m en t in the Industrial D ispute A ct is m a d e  for the  purpose of 

protecting the workers. According to this Act there  w as no requirem ent of 

taking perm ission of the business closure or w hile declaring the lay off. If 

the  w orkers are  below  300  in the organization later on this limit reduced  

up to 100  w orkers, but at present since 2 4 ’'' June 2 0 0 4  this limit again  < 

has raised up to 1000  w orkers i.e. If the w orkers are  below  1000  then no 

perm ission of the  governm ent is required for declaring lay off o r the  

closure by the em ployer. H ence there are  great difficulties in restructuring 

the  excess  m anpow er.

VRS - the new solution for restructuring:-

As the rules are  not favourab le  for hire and fire to the Indian  

employers, but now the employers have found the new method of discharging 

surplus labour, w hich is ‘ Voluntary R etirem ent S c h e m e ’ or ‘G o lden  H and  

S h a k e ’ or ‘Early S eparation  S c h e m e s ’ etc. T h e s e  Voluntary re tirem ent^  

schem es are  not new  to the industries, because som e public and private 

sector undertakings like H industan Arohites Ltd. A nd M /S  G u est keen  

W illiam s Ltd, Indian Railw ays have im plem ented  the voluntary retirem ent
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sch em e for reducing surplus labour force before 1976 . Th is  schem e have  

gathered the m om entum  since the 1980s, and in the last 4  to 5 years this

sch em e have  geared  up at a fast speed. T h e  large com pan ies  in public

sector as well as private sector undertakings have introduced the voluntary 

retirem ent schem e. T h e  em ployers who applies for permission to downsize  

either by retrenching or by laying off workers, is alm ost never given by the 

state governm ent on the ground of social security of the em ployees. T he  

voluntary re tirem ent schem e is less painful s trategy w hich is m ore  

acceptab le . T h e  basic principal of voluntary retirem ent schem e is that it is 

better choice then retrenchm ent. V R S  offers an attractive p ackag e o f /  

benefits, so th a t it en ab les  the organization to  rationalize  the  labour 

strength, attain cost effectiveness and to m inim ize the cost o f production. 

V R S  helps to sim ulate the growth in short run by increasing the productive 

efficiency. T h e  insertion of technology also b ecom es possible at each  

stage of operations so the standardization b ecom es possible. D ue  to the  

standard products at low cost, of good size, shape  and at m ore attractive  

prices increases  the  dem and  and b ecom es m ore com petitive.

6.2 ORIGIN OF VOLUNTARY RETIREMENT SCHEME:-

Voluntary R etirem ent is not the new  concept, it is In practice in the  

public sector since 100 years back. This sch em e is in practice at all the  

states in India. T h e  concept o f ‘Voluntary R e tirem en t’ is originated in the  i /  

foreign nations. It is brought in India by the  foreign banks and the  

M ultinational C orporations. T h e  first V R S  w as  brought in to India by the  

City B ank o f A m erica  in 1977 , 1981 and 1 9 9 3  and  British S tandard  

C h artered  B ank in 1994 , 1996  and in 1999 . Indian R a ilw ay  announced  

the  V R S  in 1977 . O N G C  has the perm anent V R S , B harat Gold m ine Ltd 

introduced the  V R S  in 1987  and revised in 19 8 8 , 1990 . Batliboi and  

com pany Ltd introduced V R S  in 1987  and revised in 1988 , 1990  and  

19 9 1 . T h e  C ad b u ry  India Ltd, P rem ier A u tom ob ile  Ltd, C orona Ltd, 

G odrej S oaps Ltd, im plem ented the V R S  in 1992 . S an d o z in 1994 , B ayer
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C rom pton G reaves , Indian S tandard M etals , B ayer declared  second  

sch em e. M an y  such Indian C o m p an ies  have  targeted  to reduce their 

w orkforce on large scale  in order to reduce the  cost o f production.

In 1 9 2 7 , the International E conom ic C o n fe ren ce  included in the  

concept o f rationalization, the concept of labour efficiency, standardization  

of products, conservation o f raw  m ateria ls  and power, simplification  

distribution procedures m inim ize the financial charges within the concept 

of rationalization. T h e  advisory com m ittee of ILO  defined the rationalisation 

as ‘any reform  tending to replace habitual antiquated practices by m eans  

of m ethods based  in system atic  reaso n in g ,’ but it is c losely associated  

with the labour utilization. T he  other term s associated with the concept of 

rationalization a re  autom ation , m odern ization  and m echan ization . All of 

them  involves the changes in m anpow er utilization.

The  concept of rationalization or changes in the m anpow er originated 

in Toyota Japan , which w as m anufacturing critical au tom atic  parts, this 

corporation allow ed a com plete  freedom  to ‘hire and  fire ’ a t any tim e at 

short notice and can  rem ove the em p lo yees  an yw h ere  in the industry. 

Firstly it w as  opposed  by the unions, but a fterw ards it w as  accepted . ^

T h e  rationalization and m an p o w er reduction a re  m uch fam iliar in 

the W e s te rn  countries b ecau se  the industrial structuring is a lread y  inj^ 

practice since m an y  d ecad es  there. T h e  rationalization m eans to reduce  

the fats to keep  the m axim um  flexibility in m ain ten an ce  and utilization of 

the workforce.

T h e  em ploym ent declines because o f autom ation and rationalization  

and c reates  the econom ic  and social problem s. T h e  econom ic  problems*^ 

are level o f incom es gets, low, the expenses cannot be incurred and there  

will be a problem  of investm ent o f the savings etc. W h e re  as the social 

problem s includes the psychological adjustm ent.

Indian labours have always opposed to the rationalization, because  

the old w orkers a re  required to be rep laced by n ew  w orkers if the
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autom ation  m easu res  are  adopted  in the organization . A fter the second  

world w ar there  w as a problem  of surplus labour as well as rep lacem ent 

o f old m ach ineries . In 1950 , the Fiscal com m ission in India felt that the  

labour productivity in iron and steel and coal industries is declined  

because of surplus labours. But it w as very difficult to retrench the workers 

in difficult econom ic  situations.

In the post W a r years em p loyer tried the m ethod of ag reem en t to 

rationalize. Such a g reem en t w as  reached  b e tw een  K anpur Textile  

industrialists and IN T U C  and H M S  unions. In this agreem ent the necessity 

of re trenchm ent w as  accepted  and w as  partially im p lem ented  but 

afterw ards the  IN T U C  union changed the stand and opposed to the  

em ployers  association.

T h e  e x p e rt te e m  of ILO  arrived  in In d ia  and  m a d e  its 

recom m endation  that the productivity should be easily  increased with the  

sam e w orkforce, but with change of m ethods and m anageria l processes, 

added  to union thinking as well. In the m eeting  at R ajkot in 1 9 5 4  the  

A IT U C  union changed  its stand and ag ree  to a llow  rationalization of 

labour, but only if the som e benefits are  given to the w orkers and  

comm unity. This w as assign to change the governm ent policies from tim e  

to tim e.

Rationalization Policy:-

T h e  rationalization policy w as  adopted  by the  em ployers  in first 3 

plans but w as  opposed by the governm ent by im posing m any restriction 

upon it. T h e  first plan proposed the followings e lem en ts -

a) T h e  stress should be given on natural separation .

b) T h e re  should be provision for alternate em ploym ent to the affected

person.

c) T h e  liberal separation  a llow ance should be given.

d) T h e  technical exam ination of the w orkload should be there .

e) T h e re  should be retraining arrangem ents.
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^  D u e  to such change if gains are  there , it should be shared.

T h e re  w as  no proposals m ad e  up to the third plan T h e  third plan  

also standard  o f living cannot be increased unless the productivity is 

increased b ecau se  th e  increased productivity will increase the  sales  

turnover and profit and ultim ately the w ag es  o f worker.

A t the 15'^ Industrial Labour C on feren ce  in 1 9 5 7  m ad e  the m odel 

agreem ent to guide the em ployees. T he  conference suggested the following 

precautions.

i) T h e re  should not be re trenchm ent or loss o f earn ings o f existing  

em ployees. If they have m ade the agreem ent, then alternative jobs  

should be m ad e  availab le .

ii) T h e  union should be inform ed, about the changes in the work flow  

and  the earn ings o f the  effected  em ployees .

iii) T h e  em p lo yer should inform the num ber o f reductions to be m ad e  

and its e ffec t on existing jobs.

iv) T h e  benefits  o f rationalizations should b e  shared  equally  betw een  

em ployer, em ployees and the com m unity equally.

v) A fte r th e  notice the  em p loyer can freely  discuss the changes and  

should provided the required information dem an d ed  by the workers.

vi) T h e  unions should present their argum ents  within a w eek  after 

discussions.

y
vll) T h e re  should be proper assessm en t of w orkload by the m utual

a g re e m e n t and suitable im provem ents should b e  m a d e  in it.

viii) T h e  notice of the proposed changes should be given in detail such  

as th e  propose change, d ate  of change, proposed duties and job  

assigned  etc.

ix) T h e  changes to be m ade in machinery, layout and organization and  

rational use o f labour, m ateria l e tc  w ithout violating the law.

x) If th ere  is d ifference then the dispute provision should be applied. 

T h e  Industrial Labour C onference reaffirm ed the 1957  principles. In
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1967 , the discussion o f autom ation cam e. T h e  issue w as  raised again  in 

1 9 6 8  and the  unions w ere  against the autom ation  due  to unem ploym ent 

problem . T h e  suprem e court have provided to the  tribunals the pow er of 

re in sta tem en t in case  of d ism issal of the w orkers and the  tribunal can  

in tervene in case  o f d ism issal if-

i) T h e  m a n a g e m e n t of victim ization of the  w orker in case  o f unfair

labour practices.

ii) T h e  m a n a g e m e n t is guilty w hen the  basic  error of violation of f

natural justice.

iii) T h e re  is w an t o f good faith.

iv) A fter having exam ined  and m an ag em en t found guilty is punished.

T h e  rationalization w as  adopted  by m any industries to reduce the

em ployees and for this m any tactics e.g. In jute industry, initially sealing off 

looms or reducing the num ber of shifts or badlies of w orkers or substitute 

workers, availability of raw  m aterials or fluctuations in m arket dem and for 

fin ished products, technological changes in large industries, transfer o f '  

em p lo yees  at o ther p laces.

Tw enty years after the independence som e com panies adopted the  

use o f com puters in Indian Railways, the com puters, w ere  installed in five 

zones a t C h ittaranjan Locom otive works , the D iesel Locom otive works in 

Varanasi, in Integral Coach Factory at P eram bur etc. but even  though after 

com puterization there  w ere  retrenchm ent resulted.

A fter the  recom m endations o f 15 ‘" ILC  the  w orkers organizations  

b ecam e favorab le  to introduce the rationalization by m utual agreem ents. 

T h e  tripartite com m ittee, set up a National Productivity Council which laid 

down certain guidelines for sharing the gains of productivity by rationalization. 

The National Commission 1969:-

This com m ission suggested certain guideline for rationalization that 

the rationalization can be m ade by the agreem ent betw een em ployers and  

em ployees . T h e  sch em e for rationalization should com plete  the following
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a) It should result in higher productivity and efficiency.

b) It should accom m odate  all surplus labour.

c) It should increase the level of earn ings of the w orkers. ^

d) It should lead reduction in costs and be a benefit to the community.

T h e  R am anu jam  com m ittee recom m ended that the surplus workers

should be absorbed. It said “If there is any surplus labour for any reasons, 

such surplus labour shall be absorbed in any other plants under the sam e  

m a n a g e m e n t on jobs of sim ilar nature w ithout reduction in em olum ents  

either by operation additional shifts, or seven days working or expansion  

of the capacity.

Oppositions by the unions:-

Since beginning the unions opposed to the  rationalization, even  in 

1980s  w hen  the  rationalization w as essentia l the unions argued that the^i 

separation  should be on natural basis. H o w ever the unions agreed  to 

allow  em ployers  not to fill up the posts w h ere  th e  em p lo yees  are  retired  

or left by their own. T h e  nation-w ide strike w as called by the left union on 

9*'̂  S ep tem ber, 1993 , against the laberalisation policy. But this strike had  

no e ffec t e ith er in governm ent policy as w ell as  on th e  em ployers. T h e  

IN T U C  and other centre  unions jo ined  to g eth er in o rder to oppose the  

em ploym ent policy or exit policy. T h e  unions criticized the establishm ents  

under National R enew al Fund (N R F ) ,  as the thrust appears  separation or 

V R S  rather than redeploym ent, and also attem pted  to am end  the ID Act, 

th e  c lauses on retrenchm ent closure and lay off etc.

T h e  unions a re  opposing the rationalization or V R S  b ecau se -

i) V R S  leads to abolition o fjo b .

II) T h e re  will be loss of m em bersh ip  o f the  unions.

III) T h e  financia l benefits  given by the  em p loyers  will m isguide the

workers.

iv) If m ore benefits are given they have to sale  the assets like Land or

conditions.
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building or p lant and m achinery.

T h e  unions generally  opposes to the V R S  b ecau se  that opposition 

will create  them  a bargaining pow er and while bargaining they can dem and  

good bargain ing term s and conditions. For those w ho  a re  taking V R S , 

som e tim es the  vacanc ies  are  created , or keep ing  the  position of union  

leaders  intact, or to increase the m em bersh ip  o f the  union, creates  

obstacles by filing the cases in the courts and obtaining the interim stays 

and put the pressures. The  unions also co-operates V R S  because improved 

understandings o f com pan ies  position and difficulties. S o m e  tim es the  

com pany w orkers puts the pressure on unions not to oppose the schem e  

in this situation unions rem ains constant.

T h e  Industrial D ispute Act, have im posed restrictions on lay off and 

retrenchm ent of the workers. T h e  w orker w ho is working for not less than  

one y e a r and in that organization if certain  num ber o f em p lo yees  are  

em ployed cannot be retrenched unless the following conditions are fulfilled.

i) O n e  m onth ’s notice is given.

ii) C om pensation  of 15 days pay, for each com pleted years of service.

iii) N otice is sen t to the appropriate G overnm ent.

T h e  original provision in the restriction w as kept on the enterprises  

em ploying 3 0 0  or m ore workers. In 1982, the am en d m en t w as m ade and  

this w as  reduced 100  or m ore workers. Again the am en d m en t w as m ade  

on 24"" July, 2 0 0 4  and the num ber of w orkers a re  increased up to 1000  

or m ore w orkers. Th is  restriction for the en terprises  in W e s t Bengal is

kept up to 50  or m ore workers. T h e  provisions of ch an g e of ownership

are  observed  by section ( 2 5  F F ) and the closure is d ischarged by the  

section ( 2 5 F F A ) .  If the notice period is further ex ten d ed  for m ore than  

two m onths, then  the  com pensation  is restricted up to 3 m onths pay. 

T h e s e  provisions are  not app licab le to the seaso n a l em ploym ent, 

construction activities etc. G en era lly  the p re fe ren ce  fo r retrenchm ent is 

given by ‘Last in first out’ method. If the circumstance for such retrenchment
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are  beyond th e  capacity  of the em p loyer such as  shortage o f raw  

m aterial, the financial difficulties, stock accum ulation due to lack o f orders,

expiry of license or exhaustion of m inerals in case  of m ining activities. {__^

T he em ployers of big industries are putting the pressure on the governm ent 

to revise or am end the clauses of ID Act but the governm ent is not paying 

attention upon it, but indirectly infavour of Voluntary R etirem ent S chem es.

T h e  p erm an en t em p lo yees  resisted this system  forced  th e  unions and  

m an ag em en ts  the m uch m ore m arket oriented requirem ents o f the 1990  

through the V R S .

V o lu n ta ry  R e t ire m e n t S c h e m e :-

T h e  vo luntary retirem ent received legislative recognition in 1953. 

W h e n  the  definition o f re trenchm ent w as en larg ed  in th e  Industrial Act,

1947  by inserting section 2 (0 0 ) in the C entral Act. T h e  section 2 (0 0 ) also 

asserts that retrenchm ent does not include the voluntary retirem ent of th e ^  

workm en.

T h e  chapter V B  of Industrial D ispute Act have m ad e  the provisions 

of Lay off, retrenchm ent and closure. T h e  am endm ent m ade in the ID  Act 

on 24  July 2 0 0 4  have increased the strength from  100  w orkers to 1000 ^  

w orkers now. If retrenchm ent or lay off is required then special permission  

of the  g o vern m en t is required which is genera lly  not given.

T h e re fo re  V R S  is the new  w ay found out to th e  cash reach  

estab lishm ents  to m in im ize the  strength of the  w orkers. V R S  affects the  

em ployers, e m p lo yees  and the unions at a tim e. It is a lso  very m uch  

sensitive issue with m any psychological reasons.

The  voluntary retirement has becom e a necessary feature of industrial ^  

econom y w h ere  the survival is dependent upon th e  com peting efficiency. 

T he W orld Bank and International Monetary fund has 189 m em ber countries, 

hence  th ere  are  189  country p layers in the  global econom ies . T h e  new  

econom ic policy passed by the governm ent affects the enterprises in that 

country. In the new  global village w e observes the trends like privatization,
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disinvestment, foreign collaborations the liberalization etc. The  disinvestment 

and privatization policies are adopted in order to rem ove the public debts  

and inefficiency in the organization, on the other hand the governm ent is 

also responsible to m ake available the infrastructural facilities which requires 

the funds v\/hich are  raised by disinvesting the  public sector units.

T h e  governm ent labour policy have direct impact on Hum an Resource 

M a n a g e m e n t the  Article 15 ,1 6  and 17 re lates with H um an  R esource  

M anagem ent. According to the Article 16 of the N ew  Industrial Policy if the  

w orkm en  refuses to undergo training they can be retrenched without 

obtaining governm ent license.

6.3 MEANING AND DEFINITION OF VOLUNTARY RETIREMENT

SCHEME:-

T h e  word ‘R E T IR E ’ has been defined in the concise Oxford Dictionary 

as cea s e  from  office or give up the office or profession or em ploym ent. 

D ue to large sca le  m odernisation and the liberalisation, the  m ost o f the  

workers have becom e surplus in large num ber of organisations. Therefore  

there is a question of million dollar, that how to m in im ize or right size the  

w orkforce. T h e  labour laws are  not specially m ad e  for V R S . M ost of the  

organ izations having availability of funds have  adopted  the  process of 

V R S  for restructuring, but there are  lots of problem s in im plem entation of 

V R S .

Definition:- “Voluntary” m eans w ithout com pulsion or willingly. There fo re  

Voluntary R etirem ent is an act on the part of the em p loyee  to give up the 

em p lo ym en t w illingly and w ithout com pulsion from  the  em ployer. It is an 

unilateral ac t on the part of an em p lo yee  to ce a s e  the contract of 

em ploym ent with the employer. The word “Voluntary Retirem ent” has received 

the legislative recognition in 1953  w hen section 2 (0 0 ) w as  included in the  

Industrial D isputes Act. T h e  said section 2 (0 0 ) asserts that retrenchm ent 

does not include Voluntary retirem ent of the w orkm en. T h e re  is no need  

of disclosing the  reason for V R S .
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T h e re  a re  no rules or laws fo r V R S , and  prior consent of the  

unions also  not necessary  for taking V R S . Subm itting an application by 

the em p loyee  is just like a proposal for bringing th e  contract of service to 

and end, and such term ination of contract of serv ice is observed by the  

sections 4 & 5  o f the  contract Act, 1872.

T h e  concep t o f Vo luntary R etirem ent is m a d e  c lear by Division  

Bench of M ad ras  High Court that unless the term ination of service is the  

result of a voluntary m ove on the part of the em ployee, he cannot be said 

to have “voluntarily retired”. M ere submission of an application of Voluntary 

retirem ent is not enough but the em ployer has the pow er to term inate t h ^ ^  

service. Such pow er m ay be exercised  by a notice or by giving one  

m onths pay with notice.

T h e  A n d h ra  P radesh  High Court h ave  su m m arized  the  genera l 

principles about the Voluntary R etirem ent about the public service, is that 

after joining the public service the person cannot leave  the service till his 

date of retirement. But the governm ent have m ade the provision of Voluntary 

re tirem ent to the public servants before he attains the  a g e  of retirem ent 

or superannuation. T h e  voluntary retirem ent is a  condition o f service gives 

an option to the  public servant to retire voluntarily qualifying age  or 

qualifying service. H ere  the servant m akes  a request to retire voluntarily  

and the em ployer acceptance, but in case of absence of rules or no much  

schem e is declared  by the governm ent, then the em p lo yee  have no right 

to ask for voluntary retirem ent. T h e  rules providing the voluntary retirem ent 

m ay be o f two types.

i) T h e  rules o f voluntary retirem ent after attaining a particular ag e  or

a fte r com pleting a particular years  o f service, 

il) A  rule m ere ly  prescribing the  eligibility of V R S .

A s per the  first rule the  V R S  beco m es  th e  right o f an  em p lo yee  

w h e re  as  in second case  V R S  is the request to  the  em p loyer a fter he  

beco m es  elig ib le and hopes so.
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T h e  Voluntary R etirem ent is not opposing to the public policy but hf 

fu rtherance  o f it. T h e  p ackag e of V R S  is providing benefits  ap art froti. 

regular re tirem ent such as Provident Fund, Gratuity, L eave  encashm ent, 

the notice pay and 4 5  days salary. T h e  union cab in et have fixed 4 0  as  

qualifying a g e  and 10 years  service period fo r m aking application by 

e m p lo yee  for V R S . T h e  parliam ent also have  announced  the fiscal 

concessions upon such schem es e.g . T h e  tax limit has been raised up to 

Rs. 5 ,0 0 ,0 0 0 . T h e  R ailw ays has announced  the  V R S  in 1 9 7 7  and it is 

held by the  court in one case  that to take  the  V R S  is the right of the  

em p lo yee  and the  consent cannot be rejected.

T h e  Natural oil and gas commission of governm ent of India has the  

V oluntary R e tirem en t S c h e m e  on p erm an en t basis B harat Gold M ines  

introduced the  V R S  in 1981 .

T h e  retired Judge M r  Justice M .G .C h ita le , o f B om bay High Court 

and Ex-president of Industrial Court M aharashtra, gave the approval to the 

Voluntary R etirem ent S chem e of C ab le  Corporation of India Limited under 

his award. T h e  Bom bay Calcutta Port Trusts and M adras City Corporations  

also im p lem ented  the  Voluntary R etirem ent S c h e m e , C adbury  India Ltd, 

P rem ier A u tom ob iles  Ltd, C orona Ltd, G odrej S o ap s  Ltd. Im p lem ented  

V R S  in 1992 . Batlibol & Co. ltd introduced V R S  in 1 9 8 7  and revised in 

1988 , and 19 9 1 . S a n d o z  im plem ents the V R S  in 1 9 9 4 . Bayer, Com pton  

G reaves , Ind ian S tandard  M eta ls  also im p lem ented  it. T h e  m ain aim  of 

declaring V R S  w as to reduce the workforce and the Voluntary R etirem ent 

S chem e w as im plem ented in Private as well as Public sector undertakings. 

Voluntary Retirement Differs from Retrenchment:-

T h e  re trenchm ent m eans term ination o f serv ice  o f a  w orkm an for 

any reason or punishm ent by any disciplinary action but does not include-

a) T h e  Voluntary R etirem ent Schem e.

b) R etirem en t by reaching at the a g e  of superannuation .

In one  case  the com pany from  U .P  dec lared  the V R S . S o m e
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w orkers accep ted  the sch em e and resigned and took the benefit o f the  

sch em e. A fter 5 years  they raised a d ispute w hich w as  referred by 

Industrial Tribunal and Tribunal given the judgm ent infavour ofw orkm en and 

directed their re insta tem ent and back w ag es  on the  ground that the  

s ch em e w as  not in the  standing order.

T h e  com pany filed the writ petition in the High court and High court 

also g ave  the  ju d g m en t against the com pany, the  reason w as  that the  

com pany have  vio lated the provisions of Section  9A , of the  ID  A ct and  

section 6N  of the U P . ID  Act, 1 9 4 7 -

Voluntary Retirement Scheme is Contractual in nature:-

In the  case  of Voluntary R etirem ent S c h e m e  declared  by the  

N ationalized and S tate Banks the S uprem e Court held that declaration of 

V R S  is not proposal but it is an invitation, the banks has the right to 

accept or re ject the  application or to change the  conditions which are  

dec lared  in the  schem e. W h e re  as the em p lo yee  cannot w ithdraw  his 

application as have  no en fo rceab le  right according to section 5 o f the  

contract A ct 1972 . For its Validity the accep tan ce  for V R S  is required to 

be com m unicated  to the applicants.

Voluntary Retirement is different from compulsory retirement:-

In one case decided by Karnataka High court com pulsory retirem ent 

is the discretion given to the em p loyer to retire an unw anted  em ployee  

irrespective o f w h eth er the em p lo yees  a re  surplus or no, w h ere  as  

voluntary re tirem ent is the choice given to an em p lo yee . T h e  em ployee  

can seek  V R S  w ithout objection from  the m an ag em en t. T h e  docum ents  

like A n n exu re (R 1  and R 2 ) have been m ade unilaterally, by the m anagem ent 

without consulting the w orkm en.

6.4 SCOPE OF VOLUNTARY RETIREMENT SCHEME:-

T h e  m ost defective changes took place betw een  the period 1 985 -  

95. The  R ajeev Gandhi visited U .S.A . and other countries, and he observed  

certain  key factors required for the d eve lo p m en t of India. T h e re  w ere
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m an y d raw b acks  in the Indian industries like obso lete  m achinery, high 

cost o f production low quality, low productivity, over m anning etc. T h e  

com pan ies  in both public and private sectors found that the  viability of 

their units w as in danger. M any o f the units w ere  sick, over the years and 

it w as estim ated that 1 lakh and 30  thousand sick units in our country and  

m any m arg inal units w ere  on the w ay  o f sick.

T h e  g o vern m en t also m ad e  ch an g e in the  policy in 1984 , like 

partia l decontro l, deregu lation  and delicensing  and  m odern isation , 

technolog ical up gradation, com petitiveness, cost e ffectiveness and great 

em p h as is  on quality, delivery schedule and prices. T h e  old industries  

w ere  highly sheltered and w ere  operating in a protective m arket. Now  the  

com petition has beco m e very stiff due to new  industries and sm all scale  

industries also.

M ost of the industries w ere  having the problem  of reducing the cost 

of production for which use o f m odern m ach ineries  and m inim izing the  

workforce w as  necessary. But Indian laws are  protective to the em ployees  

and generally  the  perm ission is not given to retrench or closure or lay off. 

Therefo re  Voluntary R etirem ent is the new  technique or the ‘G olden Hand  

sake ’ found to reduce the work force. It is also known as Early Separation  

S c h e m e  and useful to em ployers, em p lo yees  as w ell as to the  society  

also.

6.4.1 Scope of Voluntary Retirement Scheme At International Level:-

T h e  concept o f Voluntary R etirem ent originated in Toyota, Japan in 

the autom obile industry. T h e  W estern  Countries like A m erica, England and  

E urope a re  th e  nations, w h ere  th ere  is co m p le te  freed o m  to the  

en trep ren eu rs  to H ire and Fire the w orkers. In A m erica  th ere  are  big 

industrial giants like IB M , can reduce their w orkers strength overnight by 

m any thousands o f people , by giving short notice w ithout any  trouble. 

Such rules a re  not th ere  in India.

A t p resen t the  world B ank and the In ternational M o n etary  Fund
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have 189  m em b er countries, which m eans there are  189  country players, 

in the  global eco n o m ies  on dom estic as w ell as  a t th e  world level. T h e  

countries has to look at the  m ovem ents  o f th e  goods and services, 

people, m oney and information. T h e  countries will also try to keep  control 

on th ese  four factors in order to ach ieve  the econom ic  growth. T h e  

econom ic policy of each  country has the final im pact on private industries 

in that country. In the new  trend o f global village presently there is a trend  

of privatisation of govem m ent industries. The  governm ents in m any countries 

aim s th a t to m ake  ava ilab le  the infrastructural facilities from  the  funds  

erected  by such privatization. W ith  re feren ce  to A m erica  9 %  of the  total 

assets are  ow ned outside the Am erica, while 4 %  em ployees works outside 

A m erica. In case of U K  14%  of the assets are  ow ned outside U K  and 15 

%  of the em p lo yees  w orks outside U K  since every  country is in need of 

econom ic  growth, countries have started view ing th e  world as a single  

m arket. T h e  d eve loped  countries have started looking at C h ina, India, 

Indonesia  Brazil and M exico  as potential m arkets  b e cau se  o f their  

population size.

T h e re  should be s izeab le  labour fo rce  in th e  organisation. 

R etrenchm ent is the policy option, has practical lim itations. There fo re  less 

painful strategy is . Voluntary retirem ent is the best option for retrenchm ent. 

T h e  retrenchm ent creates the industrial unrest and it is w ithout consent of 

the  w orkm en . W h e re  as V R S  offers attractive p a ckag e  o f benefits.

Throughout the  world, in all the  developing and developed  nations 

like U .S .A ., C a n a d a , UK, Japan , S candinavian  countries, C h ina, Pakistan  

etc, have introduced sam e kind of voluntary retirement schem es or voluntary 

severance schem es to their needs. T he  developed countries have adequate  

social security m easu res  including unem ploym ent insurance etc, in these  

countries an a ttem pts  to  ensure  g rea te r tran sp aren cy  is m ade.

A fter the  even t o f S e p te m b e r 11, 2001  the  world econom y have  

lost the  con fidence  According to the projection o f th e  world growth has
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been declined from 3 .5%  to 2 .4% . There  is slow growth in both developing  

and advanced  countries. T h e  U .S . econom y and the J ap an ese  econom y  

are  the m ain econom ies w ho are affecting the world econom y. T h e  airline 

industry in U .S .A . is the  m ajor industry, having 2 4 ,0 0 0  flights operation  

daily, has b een  affected  very badly of the enorm ous fall in passenger  

traffic. T h e  U .S . air industries have affected the w hole chain of industries 

like, airline, m eal and catering industries, tourism , hotel and hospitability 

industry, U .S  airlines laid o f 7 0 ,0 0 0  w orkers within 2 4  hours. British 

airw ays also fo llow ed the  sam e w orkers cutting policy o f m any thousand  

jobs and have  asked  3 6 0 0 0 , non m a n a g e m e n t staff to accep t pay cuts, 

m ajor air carriers have reduced there schedule by 2 0 -3 0 %  and International 

A ir Transport A g en cy  estim ates that there  will be job losses in global 

airlines industry at about 2 lakhs. Boeing airlines have planned to lay off 

3 0 0 0 0  w orkers  due  to slow  down in orders. Jet eng ine  m aker Rolls 

R oyce P /C  has announced  the changes in production plan is necessary. 

Lufthansa is also going to follow the U .S . and European  plans who have  

reduced the ir jobs and revised their plans. S a b e n a  and Sw iss airlines  

have declared  the  bankruptcy by im m ediate  retrenchm ent and retirem ent 

of thousands o f workers. S om e airlines have asked the financial help and  

loans from  there  own governm ents.

T h e  U .S . a irlines have asked for fed era l aids p ackag e  and the  

U .S . congress have  ag reed  to gave  a $ 15 billion bail out o f which 2 .5  

billion as im m ed ia te  grants and $ 1 2 .5  billions in the  form  of loans and  

credits. T h e  U S  econom y w as  experiencing  slow  grov\/th before 11'*̂  

S eptem ber, 2001  also. T h e  U S  eco n o m y is suffered  by increasing  

unem ploym ent, low er consum er spending, low er corporate earnings, lack 

of will for long term  investm ents.

T h e  industrial production of m ajor industrial countries like Britain, 

C a n a d a , F rance, G erm an y  and Japan  has gone dow n Japan  is under 

financial crisis for m ore than one d ecad e  and th ere  are  no signs of
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recovery. D u e  to the industrial crisis the banking industry in Japan  is also  

facing serious problem s. T h e  industries a re  also  facing  the  problem s  

since last d e c a d e  w h ere  as British eco n o m y has slipped and  have  

b eco m e w e a k  s ince 1980 .

Table 6.1 : Voluntary R etirem ent Schem es Im plem ented at

International Level

Sr.No. Unit Years of VR S Total VRS Granted

1. Sandoz KO LSHET 1994 415

2. Whirlpool 2002 1305

3. Philips India 1997 1750

4. Petrochemicals 1999 2000

5. Balasara 1997 15

6. Siem ens 1997,1998 1650

7. Otis 1997 350

8. Park & Davis 1997 300

Foreign Banks

9. A NZ Grindlays — 556

10. Standard Chartered — 2522

Airlines

11. U.S. Airlines N.A. 70000

12. British Airways N.A. 36000 (pay cut)

13. International AirTransport Agency N.A. 200000

14. Boeing Airlines N.A. 30000

15. China Government laid off — 6.5  million workers

( Source- 1. Seminar, Maratha Chamber o f Commerce & Industries, Pune 2. 

International Relations in India paradigms by Ratna Sen and 3. Report o f National 

Commission on Labour )

From  the  above table, the international organizations are classified into 

private com pan ies , foreign banks and the airlines. In the  private organization  

m ost o f the organization like Philips India, Petrochem icals, Balasara, S iem ens,
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Otis and P ark  D avis com panies  restructured their surplus w orkforce in 1997 . 

T h e  S an d o z reduced the workforce in 1994 and W hirpool in 2 0 0 0 . T h e  foreign  

banks like A N Z  G rind lays, S tandard  C h arte red  B ank a lso  reduced  their 

workforce and in the Air Lines, US, British, In ternationalA irTransportA gencies , 

Boeing A irlines reduced workforce. T h e  C hina g o vern m en t also laid off the  

w orkers upto 6 .5  million.

A s ia n  E c o n o m ic s :-

T h e re  is m ixed picture in A sian econom ies. T h e  output in C hina  

and India is rising, w h ere  as in M alaysia , S in g ap o re  and Taiw an the  

output level is falling. T h e  China and India are  experiencing inflation which 

is a  sign o f prosperity according R eserve  B ank o f India.

T h e  g lobal slow  down and the slow  dow n in U S  and European  

countries will a ffect the econom ies of the developing countries like India. 

L a te s t  N e w s  A b o u t V R S :-

T h e  Sri Lankan Daily N ew s and Reports have edited the news on 

17*^ April, 2 0 0 6  that the Sri Lanka governm ent is considering the Voluntary 

retirem ent S c h e m e  for public servants with the aim  of cutting governm ent 

expenditure.

T h e  W o rld  B ank also have suggested  and show n the  interest to 

assist the  Sri Lankan governm ent to cut the w orkforce in public sector to  

im prove the productivity,

T h e  Sri Lanka governm ent has huge public sector, and also have  

opened further recruitm ent centers for graduates. According to the Annual 

Report of Central Bank of Sri Lanka the total em ployees in state institutions 

am ounts  1 0 ,9 4 ,4 1 5  and 5 0 %  of these  em p lo yees  are  recruited after 

1990. According to “Sri Lanka, D evelopm ent Policy R ev iew ” o f the W orld  

Bank, highlights that around 18%  of the total labour force is recruited by 

the governm ent in Sri Lanka.

T h e  North and South E uropeans have re jected the  foreigners in 

their countries and have m ade anti-im m igrant noise. T h ey  started imposing
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restrictions, by keeping the w ages and em ploym ent conditions down. O ne  

co m p an y tried rep lace  the  w orker by non-unionised w orkers.

O n Friday M ay  05 , 2 0 0 6 , the  Hong Kong - based  C a th a y  Pacific  flight 

attendants a re  eligible for a voluntary, early  retirem ent plan, introduced by 

the airline. T h e  plan is open for the crew, w ho jo ined the  airlines, in flight 

services d ep artm en t on or before 31®‘ D e c e m b e r , 1 9 9 9  and the schem e  

will rem ain  open  up to 5 p.m . on 9'  ̂ June 2 0 0 6 . T h e  voluntary retirem ent 

paym ent will a t present 6 ,8 0 0  for which crews a re  eligible. This news has 

been published by the Standard C h ina ’s Business N ew sp ap er on 5*̂  May, 

2 0 0 6  and th e  new s is given by Justin M itchell.

T h e  T im es  and T h e  S unday  T im es M alta  also have published the  

new s th a t A ir M alta  is also going to restructure the ir em p lo yees  by 

contingency plan. T h e  Air M alta is going to dow nsize the  w orkers through  

Voluntary R e tirem en t S ch em e, within few  w eeks  a fte r this date .

Table 6.2:Proposed Downsizing Plans in Selected firms at International 

Level in May 2006

Sr. No. Unit N o .o f W orkers  Planned  

to C ut

1. Japan  Airlines 4 2 0 0

2. Ford M otor 2 0 0 0

3. Chrysler 2 0 0 0 0

4. Procter and G am ble 9 6 0 0

5. Indian Hotel (Taj group) 1100

6. N ationalised banks in India 9 0 0 0 0

7. Steel Authority of India Ltd. 1 9 6 0 0

8. Motorola 7 0 0 0

9. Fiat India 2 0  to 2 5 %  

of existing staff

( Source- Websites concerned with VR S.)
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From  the above table it is clear that the com panies at Intem ational level 

also have planning to restructure its w orkforce d u e  to com petition increased  

b ecau se  of globalization.

T h e  Japan  Airlines is planning to dow nsize the w orkforce by 4 2 0 0 , the  

m axim um  workforce i.e. Nationalised Banks in India are planning to reduce the 

w orkforce by 9 0 ,0 0 0 , F iat India plans to reduce existing staff by 2 0  to 2 5 % , 

P ro c te r and  G a m p le  and  C h rys ie r a re  dow nsizing  by 9 6 0 0  and 2 0 0 0 0  

respectively. T h e  steel authority of India ltd. and M otorola are also planning to 

dow nsize by 19 6 0 0  and 7 0 0 0  respectively. T h e  above reduction in the strength 

/^ w o r k e r  is necessary because of surplus labour force, increased competition  

and adoption of autom ation m easu re  on large sca le^

6.4.2 Scope of Voluntary Retirement Scheme tn India:-

In order to face  the com petition in the  global m arket, every  

organisation is trying for cost effectiveness, by w ay of insertion of automatic 

m achineries  and dow nsizing the surplus workforce. But the laws in India 

^ r e  m ostly giving protection to the labours and a re  not allowing the ‘Hire 

"^and F ire ’ policy as adopted  in the o ther countries. A  special perm ission  

of the governm ent is required to be taken for retrenchm ent, closure or lay 

off of the w orkers. T h e  Indian em ployers have now  found one m ore w ay  

to  dow nsize  the  em p loyees. If it is im p lem ented  in an effic ient m anner 

and with sufficient p ackag e  of com pensation  and by counseling to the  

retiring w orkers about their individual planning in the post-V R S  period. So  

that w orkers will not suffer in the ir retired life.

T h e  vo luntary retirem ent sch em e is not im p lem ented  in private  

sector units only but also, in P S U s  those w ho are sick and alw ays results 

in, recurring losses, and are  also in need  of im plem enting  the  voluntary  

retirem ent schem e. O n the other hand som e Multi National C om panies are  

taking over th e  private com panies, or collaborating with the  Indian  

C o m p an ies  or also regarding the public corporations they are  purchasing  

their equity share  in the open m arket b ecau se  they have  allowed by new
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governm ent policy to hold equity capital up to 4 0 %  it is raised up to 51% , 

in so m e cases  up to 7 4 %  and in som e cases  up to  1 0 0 %  also of there  

equity capital if they are  100%  export oriented units. T h e  overall effect of 

such foreign ownership is that they are asking to reduce the old workforce  

by replacing new  w orkers on contract basis. For such reduction the Indian  

organisations are  declaring the voluntary re tirem ent sch em e  on large  

scale  by bringing m ore attractive p ackages , with or w ithout consultation  

with the unions. S o m e organisations are shifting their w orkplaces from old 

places to new  place by new  nam e and closing the production activities at 

old place and showing the surplus workforce there and declaring the V R S , 

the workers fears that the unit will close and accepting the V R S . The  new  

units are  started  in backw ard areas  so that th ese  units will get the tax  

benefits or concessions in paym ent of sales tax, excise duty, custom  duty 

etc.

T h e  unions also has becom e w eak  d ue  to reduction in the  

m em bersh ip  and the  unions have no bargaining power. M an y  w orkers  

have lost the ir jobs, and the unem ploym ent has b een  increased, due to 

V R S .

T h e  Indian C o m p an ies  cannot co m p ete  with the  M N C s  and G iant 

corporations because of lack of m odern technology and sufficient financial 

availability. T h e  M N C s  have captured the dom estic m arket also, therefore  

it is quite difficult situation for the developing countries like India to com e  

out o f the situation.

T h e  Indian w orkforce is the only asset which will help us to com e  

out o f the situation. T h e  Indians are ta lent peoples, if th ey  a re  educated  

will easily capture the good labour opportunities in foreign countries also, 

eg. W e  have  very good support of Non R es id en t Indians. T h e y  are  

working on the top positions in the advanced  countries like U SA , Europe, 

Japan Australia etc. D ue to IT  and software industries w e are getting good 

job  opportunities and foreign exchange through outsourcing works.
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Designing of Voluntary Retirement Scheme:-

B efore  designing the Voluntary re tirem ent sch em e  it is necessary  

to consider, the  labour m an ag em en t relations, the  leaders  of internal or 

external trade unions, the financial considerations of the em ployers to give 

the com pensation  to V R S  applicants, and extra  aw ard  like golden  

handshake. i
T h e  com panies in India started restructuring in each  functional area 

like finance, costing, supplies, m aterials, m anufacturing and also existing  

m anpow er at all levels. T he  restructuring w as necessary for cutting the fat 

in an en terp rise  fo r keeping profitability and liquidity for survival in the  

com petitive m arket, by w ay  of Voluntary retirem ent schem e. V R S  should  

be the last option. T h e  V R S  w as prevalent in the past but the speed was  

taken after the  new  econom ic policy on 24'^ July, 1991 . In the policy the  

governm ent brought the am endm ent to the Incom e Tax Act, under section 

10 (1 0  c) R u le  2 BA specified the gu idelines th a t the  am ount of 

com pensation will not be taxed of both private and public sector em ployees. 

Further the am en d m en t w as m ade on 1=* Novem ber, 1994 . Previously the  

schem e w as required to be approved by Incom e Tax D epartm ent but with 

effect from  1"’ April 2 0 0 0  there is no such restriction but the com pany  

m ust en su re  that sch em e com es within Incom e Tax Act. O n 2 0 -0 6 -2 0 0 2  

the g o vern m en t decided  to exem p t the V R S  com pensation  from  tax, for 

those e m p lo yees  w ho  have  com pleted  10 years  service or 4 0  years  of 

age. As pre the notification of (C B D T )  Central Board of Direct Taxes the  

governm ent am en d ed  the R ule 2 BA. T h e  notification said that V R S  

com pensation  w ould be exem p ted  from  tax  from  April 1 ,2 0 0 2 .

B efore  the  com pany undertakes a V R S  to exerc ise  the  com pany  

m ust identify.

I) Is there  surplus m anpower.

ii) W h y  the co m p an y w ants to go for V R S .

iii) W h o  w ants  to introduce the V R S .
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Validity of Acceptance ofVRS:-

i) A fter declaration  of the schem e if the  can d id ate  have applied for

V R S  but aftenwards he gave another letter of w ithdraw ing the first

letter, even  though if his first application is accep ted  then  such  

a c c ep tan ce  is not valid accep tance .

ii) A fter m aking an application for V R S  the  em p lo yee  will retire only 

w hen his application is accepted .

iii) An e m p lo yee  m ay w ithdraw  his application of V R S  before it 

beco m es  effective  or the relationship of em p lo yer and em ployee  

com es to an end.

iv) A n option for voluntary retirem ent cannot be w ithdraw n a fter It is 

accepted .

v) T h e  option for voluntary retirem ent cannot be accep ted  till the  

disciplinary proceedings are  pending against an  em p loyee .

vi) A fter taking the V R S  and receiving the am ount o f com pensation. If 

again  in the  s am e  organization, if the  can d id ate  is applying for 

fresh appointm ent, then such fresh appointm ent cannot be m ade.

vii) W h ile  w ithdraw ing the application of V R S  it is necessary  to show  

the satisfactory reason for such w ithdraw al.

viii) If th e  pay scales are  revised a fter the  d a te  o f V R S  but the effect 

of such pay revision is given from  back d a te  then such pay  

revision is payab le  to the em p loyee .

ix) A fte r the  V R S  is declared  if the term s & conditions are  m ad e by 

the  em p lo yer for the benefit o f the  co m p an y  /  o rganization are  

allowed.

x) If the  long service is rendered  by the casual w orker then his 

service is considered  for V R S  benefits.

Reorganization At All Levels:-

T h e  reduction in m anpow er m eans total reorganization of m anpow er

iv) How the com pany will m anage after VRS.
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requ irem ents  from  top to bottom . Such reorganization  is necessary  for 

creating psychological c lim ate, cost reduction, m axim um  utilization of 

m anpow er. W h ile  introducing the V R S  the following factors should be  

considered.

T h e re  is no universal form ula applicab le  to all o rganizations in 

different situation. T h e  com pany can introduce its own sch em e, but any  

sch em e should include the following points.

i) It should be open for perm anent em p loyees.

ii) it should be voluntary.

iii) It m ay  be for 5, 10 or 15 years  depend ing  upon age, skill and

position of the em ployees.

iv) T h e  sch em e should be introduced, by displaying the notice on the  

notice board and should be kept open for one to th ree  m onths or 

even  m ore.

v) T h e  s ch em e  should be specifying, that the  term s and conditions

a re  not negotiab le.

vi) T h e  accep tan ce  o f application should be, at the discretion of the
I

company.

vii) If the em ployee applies for V R S , and wants w ithdraw the application 

then it should be perm itted before it is accepted  and relieved from  

the  post.

viii) T h e  accep tan ce  or resignation should be com m unicated  in writing. 

Legal Dues:-

T h e  em p lo yee  w ho applies for V R S  is entitled to receive the legal 

dues like-

a) L eave  Salary.

b) E arned  w ages .

c) P rovident fund as per law  or settlem ent.

d) Pension  if any.

e) Statutory bonus.

206



f) G ratu ity  as per law  or ag reem en t and settlem ent.

g) LTA and other benefits.

Compensation:-

A p art from  the legal dues, the sch em e provides p aym en t for the  

past service rendered  and future service left in the organization the  

am ount o f com pensation  defers from  organization to organization as per 

the schem es  declared  by such organizations.

Payment of Compensation:-

T h e  em ployer has to decide the m ode of paym ent of com pensation  

as follows.

h) T h e  p aym en t in two to four installm ents.

i) T h e  p aym en t In lum p sum

j) By m onthly paym ent the m axim um  period o f such paym ent or up to

the  d a te  of retirem ent w h ichever is earlier,

VRS suggested by Income Tax Department-

Taking V R S  is the last m om ent in the  service life o f and em ployee. 

H e receives the lum psum  am ount at a tim e in that year. Such big income  

at once is taxab le  under Incom e Tax Act. H en ce  it beco m es  the m oral 

responsibility o f the em ployer to educate  the em p loyees to reduce the tax  

liability, for this the  following points should be borned in mind.

i) T h e  p aym en t of gratuity up to one  lakh is exem p ted  from  incom e  

tax.

ii) Statutory retrenchm ent com pensation payable under chapter VAA/B  

is tax  free .

Hi) T h e  leave  sa lary  is considered  for tax  re lief under this sch em e is

trea ted  on par with retirem ent on supervision,

iv) U n d er the  a m en d m en t o f section 10 (10c ) of the  Incom e Tax Act,

indicates that the com pensation  received to the  public sector 

undertakings em p lo yee  is totally exem p ted  under the Incom e Tax  

Act. T h e  fea tu res  of Incom e Tax gu idelines laid down, bv the
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a) T h e  sch em e should be open at all levels in the undertaking.

b) T h e  estab lishm ent should be standing for 10 years  or m ore.

c) T h e  retiring em p loyees  should not be re -em ployed  in or any  

subsid iary of the com pan ies group.

d) T h e  em p lo yee  m ust have com pleted  4 0  years  of ag e  or 10 

years  service in that organization.

e) T h e  strength of the em p loyees  should not be increased.

f) T h e  rate o f com pensation  for the past service of the retiring 

em p lo yee  shall be 1)one and a half m onth w ages  (Basis + D .A  

) per year of service and 2) one month w ages  (Basis + D .A .) for 

the  future service left with a com pany.

g) T h e  m axim um  limit is Rs 5 / - lakhs.

V ) T h e  investm ent in tax savings schem es  like N S C  1987 , L .I.C . 

sch em es  like Jeevan  A kshays, Jeevan  D h ara  to claim  the  

benefit under 80  C C A  and investm ent in 80  C C  or SBI mutual 

fund schem es will be helpful.

T h e  com pany should take the expert advise of the tax consultant to 

guide the  em p lo yees  w hile taking the V R S .

6.4.3 VOLUNTARY RETIREMENT SCHEMES AFTER 1991:- 

Industrial Policy of 24*" July 1991:-

B ecau se  o f b a lan ce  of paym ent crisis b e cau se  o f hyper inflation  

and low productivity the  governm ent of India sold 20  tones of gold and  

pledged an o th er 2 7  tones gold in B ank o f E ngland w hich d evalued  the  

rupee value. S o m e of the key steps w ere  taken to restore fiscal discipline 

like m aking im port duty m ore realistic, devalu ing the  Indians rupee, deli 

censing, rem oval o f M R T P  ACT, F E R A  A C T, liberalization o f financial 

markets, encouragem ent of mutual funds, flexibility in collecting the premium  

on shares  w hile  offering them  to the public sale  of public sector shares, 

land reform s and revam ping of distribution system .

governm ent are-
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T h e  ab o ve  labour policy have direct im pact on H um an  R esource  

M a n a g e m e n t. A rticle 15 ,16 , and 17 of the policy a re  related with the  

H um an R esource M an ag em en t which are-

1) T h e  g o vern m en t organizations a re  run on business lines as  

envisaged  in the  industrial policy resolution, 1956

2) G o vern m en t will protect the interest of the labour, e n h an ce  their 

w elfa re  and equip  them  in all respect, to dea l with the necessary  

technological changes.

3) T h e  g o vern m en t will ensure  the labour as an equa l partner in the  

prosperity.

4 ) W o rkers  participation in the  m a n a g e m e n t will be prom oted.

5) W o rkers  co -operatives  will be encouraged .

6) Intensive training, skill developm ent and upgradations program  will 

be launched by the governm ent.

7) Persuasion tow ards preservation of the environm ent and to ensure  

effic ient use of availab le  resources.

T h e  industry labour/ trade unions have en joyed  the protection  

regarding m arket technology and work habits. But the new  industrial policy 

at docum ent level has tried to rem ove controls so that industry becom es  

com petitive. H o w ever the N ew  Industrial Policy is totally silent on any  

changes with perform ance. T h ere  is hardly any new  direction on handling 

com panies that are  sick and unviable and need to be renewal fund. It m ay  

be im plied from  article 16 of the N ew  Industrial Policy that if w orkm en  

refuse to undergo training they can be re trenched w ithout obtaining  

governm ent approval.

T h e  industrial sickness is likely to increase in future. M any companies 

are applying to the Board for Industrial and financial reconstruction (B IFR ) 

for declaring V R S . Such sick com panies  w e re  311 in 1987 , which  

officially acknow ledged sick which w ere  97  in 1996  and 2 3 3  in 1997  and 

3 2 0  in 1998 . Such industries w ere  mostly textiles and m etallurgical, w ere
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sick b e cau se  o f the  dum ping from  sou th -east A sian  countries w hose  

currencies fell during 1 9 9 7  and 1998 . B esides the ir w e re  m any other 

com panies w ho have declared V R S  for improving their profitability and to 

becom e m ore com petitive following are  the exam ples  o f so m e com panies  

w ho have  dec lared  V R S .

Table 6.3 : Trends of the workers opted for VRS

Year No. o f w orkers opted for V R S

1 9 9 2 -9 3 3 8 6 2 6

1 9 9 4 -9 5 3 1 6 1 7

(Source : Annual Report 2002-03, Ministry o f Labour, Govt, o f India, New Delhi) 

From  the  above table, it is c lear that 3 8 6 2 6  em ployees opted for V R S  in 

1 9 9 2 -9 3  and 3 1 6 1 7  in 1 9 9 4 -9 5 . Th is  V R S  will help to the  com pany to abolish  

the p erm anent job and replace them  by contract labour system  which will lead  

the entire developm ent of the Indian industries.

Table 6.4: VRS implemented in National Textile Corporation of India (NTC
Sr.No. State 1992-93 1993-94 1994-95 Total (Upto 

April 1995)

1. Andhra Pradesh 735 260 62 1057

2. Karnataka 558 347 166 1071

3. Meghalay 38 - - 38

4. Delhi 324 196 85 605

5. Punjab 189 44 3 236

6. Rajasthan 710 291 163 1164

7. Gujrat 5318 1229 628 7175

8. Maharashtra 6551 3077 1328 10901

9. Madhya Pradesh 3396 740 137 4281

10. Tamllnadu 83 41 127 251

11. Pondicherry 60 - 38 98

12. Uttar Pradesh 4021 1292 590 5903

13. W est Bengal 2013 165 321 2499

14. Assam 47 - 6 53

15. Bihar 335 6 39 380

16. Orissa - - 4 4

Total 24378 7641 3647 35716

( Source-rrte Hindu,April 9,1995)
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Graph 6 : T rends o f the w orkers  opted fo r VRS

1992-93
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T h e  above  table reveals that, the total V R S  at all India level in N T C  w ere  

3 5 7 1 6 . O ut o f w h ic h , 2 4 3 7 8  V R S  w ere  granted in the year 1 9 9 2 -9 3  only. Most 

of the  V R S  w e re  granted  in M aharash tra , M ad h ya  P radesh , G u jr a t , U ttar 

P radesh  and W e s t B engal states. T h e s e  V R S  w e re  granted  b ecau se  of 

autom ation in textile industries and recurring loss position o f the  textile mills in 

these states. Besides these, globalization w as also responsible for downsizing  

the  surplus labour force by w ay  of declaring V R S .

In th e  public sector units, the V R S  w as  kept open  for every  year. T h e  

num ber of em ployees opted for V R S  w ere  7641 and 3 6 4 7  in the year 1993 -94  

and 1 9 9 4 -9 5  respectively. T h e  share  o f V R S  in N T C  is m ore as com pared to 

other Public S ecto r Units.

Companies from Private sector:-

S a n d o z  at its Kolshet w orked  reduced 4 1 5  w orkers out o f 921  

em p lo yees  in 1994 .

H industan L e v e r:-S e w re e  plant offered V R S  in 1 9 9 8  but opposed by the  

unions on th e  ground the  rem uneration w as  too low.

S iem en s;- C o m p an y  w as  planning to reduce 2 0 %  w orkers in 1997 , 1300  

workers opted for V R S , but in A pril-M ay 1998  the union opposed claiming 

that com pany is now  in a good condition except som e departm ents. Only  

2 5 0  w orkers  opted  for V R S  at that tim e.

Standard Chartered Bank introduced:-

V R S  in 19 9 4 , 1 9 9 6  and in 1999 . T h e  bank w as  planning to

reduce 2 0 4 6  em p lo yees  including 100  m an ag ers . Such reduction in 

em ployees w as  required due to introduction o f satellite-linked com puterized  

facilities but hardly 1122 for the latest schem e and in ano ther schem e up 

to 1999 , 1 4 0 0  w orkers will reduce a t all India level. T h e  latest proposal 

w as three months pay for every years of service left up to normal retirement. 

O n an averag e  such paym ent w as 17 lakhs per person and 2 4  lakhs per

m an ag ers . T h e  also  run the training period but 15 out o f them  could be

absorbed  in o ther organizations. T h e  total spending w as  estim ated  up to
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O ffered  the benefit for V R S  for its ( m iddle level) executives at 

about th ree  m onths salary for each  ye a r o f com pleted  years of service  

and one m onths salary for each  year left. T h e  com pensation w as reaching  

up to thirty lakhs. T h e  bank also decided  to pull the  en tire  strength from  

retail banking operations in south and sou th -east Asia.

Citi Bank:-

Established in 1902  offered the package  in 1976 , 1986 , 1993  and  

1999 . T h e  bank w as  a im ed  to reduce the 10%  of Indian staff.

BOC (India) Ltd

R educed  its all India m an p o w er from  5 4 0 0  in 1 9 8 9  to 1425  in 

January  1 9 9 8  with a ta rget of 1 0 0 0  by the  year 2 0 0 0 .

Blue star

A n n o u n ced  its 5'" V R S  packag es  in N o vem b er 1998 , the target 

w as 2 5 %  reduction of existing strength of 1 0 0 0  w orkm en and 1800  

m anagers.

Apollo Tyres:-

A n n o u n ced  V R S  at its P e ra m b ra (K e re la ) with 2 0 0  w orkers. T h e  

ta rget w as  6 0 0  reductions and in S e p te m b e r 1998 , 100  had a lready  

opted.

SKF '.-B earin g s  a im s to cut 2 4 %  w orkforce through V R S  in 1998 . 

Maruti Udyog Ltd:-

A nnounced V R S  in 2 0 0 1 , due to work stoppages and falling sales. 

It’s w orkforce w as  6 0 0 0 . It offered 90  days salary  for each  com pleted  

years of service or for rem aining years, for supervisors 6 0  days salary for 

m an ag ers  4 5  or 30  days salary.

GEC Alstam:-

A ch ieved  1 8 0 0  reduction in the first V R S  in its five units. In 2"'̂  

V R S  4 0 0 0  w orkers responded out of 1600  w orkers of Paharpur (Calcutta),

200  crores.

B a n k  o f  A m e r ic a  o ffe red  in 1998:-
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TISCO

R ed u ced  its w ork force by 3 5 9 9  w orkers in 1 9 9 7 -1 9 9 8  & paid Rs 

112 .1 9  crores as com pensation . T h e  total w ork fo rce  had reduced from  

7 7 4 4 8  in 1 9 9 3 -1 9 9 4  to 6 4 7 5 3  in 1 9 9 7 -1 9 9 8 . T IS C O  had budgeted  112 

in 1 9 9 8 -1 9 9 9  Rs. 180  crores for V R S  around 5 5 0 0 0  w orkers up to 20 0 0 . 

In g en era l it ap p ears  th a t the  w orkers a re  accepting  V R S  if they  are  

getting attractive package  o f com pensation or if they a re  convinced about 

th e  crisis in th e  com pany.

Table 6.5 : The VRS Implemented in Private Sector in India
Sr.No. Unit Years VR S Granted Total VRS

1. Appolo Tyres 1996,1998 100 & 220 320

2. G K W 1998 450 450

3. G EC Alstom 1998 1800 & 400 2200

4. T IS C O 1993,1998 78000 & 12695 90695

5. Binny 1998 4000 4000

6. ACC 1996,1999 5000 5000

7. Dunlop Tyres 1998 3000 3000

8. Prem ier Automobiles 1980 3000 3000

9. lnd-Auto,Fiat Premier 1998 1320 1320

10. Shri Ram Mills N.A. 1400 1400

11. Guest Keen W iliams 1988 900+250 1150

12. Bharat BIJLEE N.A. 247 247

13. Blue Star N.A. 500 500

14. Crompton Greaves N.A. 218 218

15. Atlas Copco N.A. 400 400

16. Mahindra & Mahindra N.A. 740 740

17. PAL N.A. 2700 2700

18. R H O N E POULENC N.A. 400 400

19. Ciba Geigy 1993 907 907

20. Motilal Engineerings N.A. 900 900

21. Kelvinator N.A. 10000 10000

22. Boehringer Pharma N.A. 100 100

23. Hoest Marion Rouse! Pharma N.A. 82 82

24. Glaxo N.A. 300 300

( SouTce-Seminar at Marratha Chamber o f Commerce & International Relations in 
India Shifting Paradigms by Ratna Sen. )

From  the  ab o ve  tab le , it is c lear that m ost o f the  private com pan ies  

have im plem ented the V R S  in the year 1998. Besides this, som e of com panies  

im plem ented  the V R S  in 1 9 8 0 ,1 9 8 8 , 1 9 9 3 ,1 9 9 6  and 1999  also. T h e  purpose
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o f V R S  w a s  to m in im ise the  labour cost by reducing excess  m anpow er. T h e  

technolog ical upgradation and autom ation  m easu res  a re  now  have  becom e  

necessary  part o f the industries in order to h ave  quality production a t low cost 

of production for facing international com petition.

Public sector undertakings;-
S o m e  public sector units declared  the  V R S  in order to m atch the  

new  d em an d  o f the  5'  ̂ pay com m issions reco m m en d atio n s  or central 

governm ent em ployees. For e x . the SA IL , C oal India & Hindustan copper 

(H C L ) etc. coal Ind ia ’s target is to reduce 3 4 0 0 0  w orkers. H C L  proposed  

to close uneconom ic  m ines. S o m e P S U s  w ere  in com fortab le  position & 

had a w a g e  hike since their labour productivity w as  com fortab le . T h ey  

w ere  in a position to declare the V R S  for it’s officers, w ho had com pleted

2 0  years  service or w ere  over 50  years  of age .

Table 6.6:The Public Sector Enterprises in which employees granted 
VRS.

Sr. No Units No. of persons No.of

persons

employed

% of VRS 

granted VRS. 

granted to taker 

to total work 

force in 1990-91

1990-1991 1991-1992 1992-1993

1. SAIL 190608 189193 188352 16928 8.90

2. DTC 40684 40193 39478 3799 9.34

3. MMTC 3836 3648 3246 715 18.64

4. FCI 68502 67788 66631 18 0.03

5. MR 2685 2584 2543 75 2.86

6. EIL 3373 3426 3541 54 1.60

7. NTCCTN) 11990 12015 11702 2137 17.82

8. HI 2748 2722 2722 117 4.25

9. HIVfT 28508 27771 27015 1588 5.57

10. MFL 1473 1566 1579 89 6.04

11. BCPL 1668 1467 1369 311 18.65

12. ECIL 7892 7874 7653 192 2.43

13. MECON 3817 3794 3748 37 0.10

14. CIL 672866 761550 663349 13328 1.98

15. NFDC 282 277 248 40 14.18

16. BPT 30185 29903 26614 1481 4.91

17. EID PARRY NA 2828 2957 1112 *39.32

18. PHILIPS NA 7884 7675 @ -

19. lOL# NA NA 2134 1156 *54.17

(Source;- Annual Reports o f Organisations) 

Notes : * ;  Considered base year 1991-92 @

#  ; Related to calendar year.

:VRS yet to be implemented
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Graph 9 : The Public Sector Enterprises in which employees granted VRS
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From  the above table it is clear that the statistics relates to only 16 

public sector units and the figures availab le  are  of only 3 years  i.e. 1 990 -  

91, 1 9 9 1 -9 2 , 1 9 9 2 -9 3 .

A m ongst these , 16 units w ho have granted highest V R S  are  M M T C  

1 8 .6 4 % , N T C ( T N )  1 7 .8 2 % , B C P L  1 8 .6 5 %  & N F D C  1 4 .1 8 % .

T h e  units in which the V R S  granted are  very less i.e. PCI 0 .0 3 % , 

M F I2 .8 6 % , E IL I .6 0 % ,  E C IL  2 .4 3 % , M E C O N O .1 0 %  and C IL  1 .98% .

T h e  private organizations like B ID  P A R R X  and lO L  reduced their 

w orkforce by 3 9 .3 2 %  and 5 4 .1 7 %  respectively.

BHEL announced

A  V R S  by keep ing  a target o f 5 0 0 0  em p loyees . T h e  o ffer w as  

oversubscribed  and around 8 0 0 0  w orkers had applied  for V R S . T h e  

com pany had to close the schem e by two m onths in advance .

Steel Authority of India Ltd:-

R ed u ced  1 7 0 0 0  w orkforce In the first V R S  in 1993 . Bhilai steel 

plant reduced , the  w orkforce from  6 1 0 0 0  in 1980s  to 5 1 0 0 0  in 1990s  . 

S o m e w ere  having a problem  of skill depletion. T h e  Bhilai policy w as to 

provide on the  job training for six m onths to take  care  of the problem s. 

S A IL S  im m ed ia te  target w as to reduce 6 0 0 0 0  w orkers out o f which  

4 0 0 0 0  w ere  V R S  and 2 0 0 0 0  w ere  natural retirem ent.

Mazgaon Docks:-

T h e  w orkers  w ere  not going to oppose to the dec lared  schem e. 

Ind ian A irlines reduced 2 2 0 0 0  w orkers in 1996  and 1998  by V R S .

A round 27  banks w ere  also jo ined in the  V R S  schem e. T h ese  

banks offered 1 million em ployees who had com pleted 15 years of service  

and 4 0  years  o f ag e . T h e  com pensation  would be 6 0  days salary  for 

each  com pleted  years o f service or num ber o f years left, w h ichever is 

less. T h e  B ank o f M ah arash tra , Punjab N ational B ank and Syndicate  

Banks received  1 4 5 0 0  applications out o f total 1 1 5 0 0 0  applications  

received. In another 8 banks in which 1 6 3 0 0 0  w orkers w ere  em ployed for
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them  the schem e w as open up to 2000 . SBI received so m any applications 

which a fterw ards rejected. V R S  A nother two banks em ploying one lakh  

em ployees, declared the schem e in 2001 , out of them , 1 2 6 0 0 0  em ployees  

opted for V R S  including very senior m an ag ers  also  & their total 

com pensation  w as  am ounted  to Rs 1 5 0 0 0  crores. T h e  industry m inister 

declared  the sch em e in Rajya sabha on D e c .10, 1998  for Mining & Allied 

M ach inery  corporation , C ycle corporation of India, B harat O phthalm ic  

G lass ltd, N ational industries ltd, W e ig h  bird India ltd, N ational bicycle 

corporation o f India, Tannery & foot w e a r corporation of India ltd, and  

Rehabilitation Industries, having a com bined strength of 10 5 0 0  em ployees. 

It set as ide  Rs 5 1 7  crores for the purpose of V R S . N ine  o ther P S U s  in 

h eavy eng ineering  w ere  aw aited  for V R S  with so m e cash com pensation  

from the governm ent and sanctions of B IFR .

All the  trad e  unions initially opposed the  sch em e. T h e  state  

corporation of W e s t B engal w as also added  in the  list of V R S  of P S U s. 

T h e  m aharashtra  state governm ent decided in the year 2000 , to cut down 

the 20  lakh w o rk fo rc e  to bring down the salary bill 1 7 6 9 9  crore annually  

or by 5 3 %  at least.

T h e  V R S  sch em e w as initially opposed by the  unions but now the  

unions a re  willingly accepting the V R S  b ecau se  of attractive package of 

com pensation  for the  retiring w orkers & attractive pay scales to the  

rem ain ing w orkers  in the P S E s. T h e re  w ere  m any problem s in the  

im plem entation  o f V R S . E.g. in T IS C O  the m an ag ers  w ere  refusing the  

applications of V R S  of the workers & so m any reports are  there about the  

V R S  in P S U s  are  about the unofficial pressures upon the  w orkers to 

accep t the  V R S .

O u t o f those w ho are opting for V R S  a re  really skilled peoples or 

m ay be highly skilled m anagers  opted from  V R S  will cau se  the skill 

depletion. Such highly skilled peoples will get the high positions in other 

organizations a fter taking V R S  which is generally  not affordable  from  the
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point o f v iew  of increasing the effic iency o f the  organization. T h e  

C h o lam an d a lam  Distribution Services ltd conducted  a survey in 2001 & 

as per its report 38  %  of the total em p loyees opting for V R S  w ere  below  

the ag e  o f 50.

T h e  governm ent spent Rs 7 0 0  crores of the National renew al fund 

in 1 9 9 2 -9 3  or w h o se  peop les w ho w ere  opting for V R S . A s well as 

spending every  years  collection of N R F  for the  V R S  com pensation . The  

am ount spent by o ther com panies  are  G rasim  industries Rs 11 crores, 

Otis e levators  Rs 12 cores, Telco Rs 17 crores, Philips India 36  crores, 

Bajaj A uto  8 0  crores, Tata Steel spent Rs. 2 0 2  crores in 2 0 0 0 . T h e  SBl 

spent Rs 8 5 3  crores, B ank of India spent Rs 3 3 0  crores etc.

T h e  V R S  in public sector units is introduced by the  perm ission of 

adm inistrative minister.

T h e  N ational renew al fund w as  set up on 3"'* Feb ru ary  1992  with 

7 0 0  crores. Th is  w as  raised up to Rs 1020  crores in 1 9 9 3 -9 4  Rs 2 0 0 0  

crores in 1 9 9 4 -1 9 9 5 , Rs 2 4 0  crores in 1 9 9 6 -1 9 9 7  and 3 0 0  crores in 

1 9 9 7 -1 9 9 8 . A round 8 6 8 0 4  o f central P S U s  opted for V R S  betw een  1®' 

April 1 9 9 2  to 29"^ Feb  1 9 9 6  with paym ents am ounting to Rs 1430  cores  

As on 31®' M arch  1998 , 109421 public sector w orkers w ere  covered with 

a total paym ent of Rs 2 0 1 9 8 4  cores. T h e  existing benefit w as  reduced to 

15 days w a g e s  for each  com pleted years of service. T h e  V R S  w as also  

exten d ed  to  te lecom , com m erce , de fence , petro leum , chem icals  and  

fertilizers industries etc.

F ive em p lo ym en t assistance centers w ere  o p ened  in 1 9 9 3 -9 4  in 

Bombay, Calcutta, Kanpur, A hm edabad  and Indore and w ere  extend to 4 9  

locations in 16 states to help the retired workers and to find alternate jobs 

to February  19 9 6 , the counseled w orkers w ere  1 3 0 0 0 . T h e  retrained  

w orkers w e re  7 3 0 0  and 9 3 0  w orkers w ere  redep loyed . T h e  fund w as to 

be used for retraining, counseling and alternative em p loym ent etc.

T h e  w as to be used for revival but it w as  used for closing the units
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in 1998 . T h e  strateg ies suggested w ere  up gradation o f technology, 

dow nsizing of w orkforce including m an ag ers  and identification of joint 

partners. T h e  governm ent also suggested to profit m aking units to prepare  

V R S  sch em es  w ithout seeking governm ent ass istance for retirem ent 

paym ents. This w as only for to reduce the surplus m anpow er in both PSU s  

and private sectors also most of the com panies w ere  stipulated that there  

will be no fresh recruitm ent for vacated  post nor will be any em ploym ent 

availab le  in o ther com panies of the sam e group. T h e  statutory paym ents  

or usual paym ents  will not be affected.

T a b le  6 .7  : P u b lic  S e c to r  U n its

Sr. No. Unit Year V R S  G ranted Total

1. IndianA irlines 1 9 9 6 ,1 9 9 8 2 2 0 0 0 2 2 0 0 0

2. N ationalised  Banks N.A. 9 9 0 0 0 9 9 0 0 0

3. Indian railway have planned 3 0 0 0 0  w orkers every year

4. B O C . 1 9 8 9 ,1 9 9 8 5 4 0 0  & 1425 6 8 2 5

5. H industan Lever 1 9 8 9 5 5 8 5 5 8

6. ITC. 1 9 8 7 ,1 9 8 9 8 5 4 8 5 4

( Source- 1. Seminar, Maratha Chamber o f Commerce and 2. International 

Relations in India Shifiting Paradigms by Ratna Sen. )

T h e  Voluntary Retirem ent Schem e is im plem ented in Public Sector Units 

as well as in the private sector com panies. T h e  public sector units as are  owned  

by the governm ent m ay be either Central or State. D ue  to surplus labour force, 

th ese  governm ents  also im p lem ented  the  V R S  sch em e. T h e  Nationalised  

Banks granted V R S  to 9 9 0 0 0  em ployees, as well as Indian Airlines granted for 

2 2 0 0 0 , the  B O C , H industan Lever and ITC  also reduced their w orkforce by 

V R S  in o rder to m in im ise the labour cost for the purpose o f m inim ising the  

losses and to ach ieve in the com petition.
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Table 6 .8 : U tilisa tio n  o f  N ationa l R enew a l F u n d s  fo r V R S  in P u b lic  S ec to r

U n its .

Sr. No. Y ear Total funds utilized 

(Rs.in crores)

V R S  opted

1. 1 9 9 2 7 0 0 Total V R S  in cen tra lP S U s from

2. 1 9 9 3 -9 4 1020 1 /4 /9 2  to 2 9 /2 /9 6  w ere

3. 1 9 9 4 -9 5 2 0 0 8 6 3 0 4 e m p lo y e e s  & paym ent

4. 1 9 9 5 -9 6 2 4 0 1 4 3 0  crores.

5. 1 9 9 7 -9 8 300

6. 1 9 9 8 -9 9 7 2 0 2 ,0 1 ,9 8 4  em p lo yees  V R S

( Source-Industrial Relations in India Shifting paradigms by Ratna S e n )

From  the  above table, it is obvious that G overnm ent India have created  

the N ational R en ew al Fund since 1992 . Th is  fund w as  utilised for the  purpose  

of granting V R S  to the  em p loyees  from  the Public S ec to r Units. Total V R S  in 

Public S ecto r Units from  0 1 .0 4 .1 9 9 2  to 2 9 .0 2 .1 9 9 6  w ere  8 6 3 0 4  and Rs. 1430  

crores w ere  utilized for m aking the paym ent o f V R S .

Further, th e  total n um ber o f em p lo yees  w ho  have  opted for V R S  w ere  

2 ,0 1 ,9 8 4  and  Rs. 7 2 0  crores w e re  utilised fo r m aking  th e  p aym en t of 

com pensation  in the  y e a r 1997 -98 .

A lte rn a te  A p p ro a c h e s :-

T h e  com panies in pune have adopted the alternatives. E .g .:-In  Alfa  

Laval ltd it initially reduced 1400  w orkforce, then  5 0 0  and further 2 0 0  

w orkers. It a rran g ed  training program m e to e d u c a te  the  w orkers about 

investm ent options.

T h e rm a x  ltd having total w orkforce up to 3 0 0 0  opted the  surplus  

w orkers for dep lo ym en t but a fter w ards fo llow ed the  s trategy o f cost 

cutting w ithout reducing the w orkforce. July 1 9 9 9  150  w orkers w ere  

deployed.

Praj Industries found out of 300  w orkers 4 5  surplus workers. Som e  

products w e re  discontinued due to lack o f d em an d . T h e  w orkers found
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Graph 10 : Utilisation of National Renewal Funds for VRS in Public Sector Units
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Birla group com pan ies  instead of reducing w orkers they reduced  

working hours.

Texm o com pany in w est Bengal instead o f reducing the w orkers it 

reduced 3 working days in w eek and paid 50  %  rem uneration for reduced  

days.

Reasons of VRS for companies:-
i) Low productivity refusal to change or transfer.

ii) Decision o f subcontracting or outsourcing.

iii) D iscontinue existing product or process.

iv) U se o f substitute raw  m aterial.

v) Insertion of new  machinery.

vi) Inability o f m an ag em en t to adjust the change.

vii) High w ag es  o f the  workforce.

viii) R efusal of w orker to acquire skill & know ledge.

ix) Inefficiency of workers.

x) R es is tance  of unions for change.

xi) R estrictive w ork practices.

xii) O ver m anning.

xiii) H igh cost of land.

xiv) M erg ers  and acquisitions

xv) C ourt procedures by existing unions.

Reasons of accepting the VRS by workmen:-

h) III health,

i) U se  o f past savings

j) Possibility o f an o th er job

k) Inability to acquire  new  know ledge and skills

I) F e a r  o f loss o f job  by closure

m) O pportunity of new  business venture

n) W a n t to concentrate  on the side business

o) Do not w an t to w ork further

p) W an ts  m oney for m arriage, education of children etc.

q) P ressure  from  friends unions or m an ag em en t

r) W an ted  to concentrate on hom e.

alternate jobs through networking.
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